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SECTION I. SUMMARY OP TRENDS AND DEVELOPMENTS 


USSR anri ? n ° rease in th ® ocean-going merchant fleet of the 

1949, according to recent US Maritime Commission stfti \£ lf ° f 

u “ «“« is or 
shipbuilding progrun’of th » 

.tnategio weelcne.. in long-range transport, operattins*S «suit B 

(S,t Pb) Bnl °“' 8 pres ' !r ‘ t in -rchantlrtn" 


.-saT- 

Economic Commission for Europe, (item No! 2, c) cf th * 


„ Th f re-entry of US-flag -vessels into Shanghai* in defiance of 
Nationalist blockade and without official US approval, may have serious 
mpiraatrons. On 18 September, for the first tin. slice L ",ST 
a„ declared in June, US vessels (Isbrandtsen and Company’s Flying 
Clipper and Flying Independent) entered the port oarrySg coSrcial 
cargoes. In the absence of clear-cut US opposition to tfade wUh 
Chinese Communists, there may be further instances of US vesselsenteiv. 
ing Communist-controlled ports with the consequent danger of InlotTnT 
the US flag in serious incidents, (Item No. 3, A) solving 
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CONFIDENTIAL 


Conclusion of current Yugoslav negotiations with Norway and 
The Netherlands for the purchase of DC-3 transports will depend upon 
UK concurrence with the TXS^proposed amendment to exempt Yugoslavia 
from the US-UR civil aviation policy toward the USSR and Satellite 
States. (Item No. 4, B) 


25X1X6 has refused to conspire in a plan to 

furnish clandestinely a large quantity of DC-3 engines and spare parts 
to the Czechoslovak national airline, CSA. (Item No. 5, 8) 
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SECTION II. CURRENT DEVELOPMENTS 


SURFA CE TRAN SPORTATION 


n6t incre ^U£_gl e^an-going merchant fleets of «,* 
v R “VJ® ° ount ' n e s eaat^mhe^IFon d and 

J94q Sl rii a ^ ) afnounted to less than one percent during the first half of 
• » or ding to recent US Maritime Commission statistics shown ~in 

the accompanying table. These data confim the fact that the USSR is 
emphasizing the construction of craft smaller than 1,000 tons rather 

J^SS’^dSlS'^r r ****™** ^ToTllTrZt 

Year Plan, despite the strategic weakness in long-range transnort 
opc-wtion. which results from the Soviet Union's preset rfletively 
small merchant marine. 

x ; spite of numerous Soviet efforts tc acquire ocean-going shinning- 
in nestem Europe (see TG Weekly No. 71), such attempts have bfen 

^ succ «ssful and do not appear to have been pursued with suffi- 
determination to indicate that increased oceantonnape has been 
a hlgh P'iortiy as yet in Soviet strategic or economic panning 
The USSR is apparently reconciled for the present to little more than a 

ore4nrsi!e P whf[r- mtan ^ ain ^ its merchant fleet at approximately its 

IctiTtv far L r pr ° Vi ; S ltS •"icianqy. Meanwhile, shipbuilding 

^ctivity for tne account of some of the other Iron Curtain countries in 

fleets ^ Slgn 3hi fJ ards has “°t appreciably increased their 
xa£r&3 ° (Confidential) 


(See table on following page) 
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SOVIE? AND E ASTERN EUROPEAN MERCHANT FLEETS 
(Ocean- Go inglfessels of 1,000 GffF and™Ovef] 
In Thousands of Deadweight Tons 


CARGO TAME R 


TOTAL FLEET* 


*!iag 

USSR 

hjlgaria 

INLAND 

HUNGARY 

POLAND 

RUMANIA 

YUGOSLAVIA 


Total 


12-31-48 

S-30-49 

1302.8** 

1314.6** 

7.2 

10.7 

540.0 

535.6 

1.2 

1.2 

183.1 

175.5 

b»7 

4,2 

252,6 

250.6 

2292.6 

2292.4 


12-31-48 

6-30-49 

188.4** 

188.4* 

0.0 

0.0 

68.6 

68.5 

0.0 

0,0 

9.3 

9.3 

0.0 

0.0 

9.4 

9.4 

275.6 

275.6 


12-31-48 

6-30-49 

1788.2** 

1800.0** 

7.2 

10.7 

S28.4 

627.3 

1.2 

1.2 

223.5 

216.1 

18.9 

15,7 

284.7 

282,7 

2952.1 

2953.7 


^Includes other "types 

US-owned Lend-Lease Vessels. This tonnage totaled 
< ob,eOQ deadweight tons as of 30 June 1949 


2 - *» tntw.atto.l IWMMrtto, policy botooen 

, Satelli te and Western Europsnn nations haT been evTiteKt in 
current discussions concerning rail transport of perishable foods held 
at the working party level by the Inland Transport Committee (ITC). of th* 
Economic Commission for Europe (ECE). v ' oi zm 

most SiM r i^ ipal it f l , on ? hQ Workin S party agenda is a study of the 
ZlLwZl ** US ® and / <9V ? lopment ' of refrigerated rail transport. The 
aast-West divergence of policy has centered about a proposal, t 0 ^nich 

?L??“ 1 E 1Z / e ! tern , E ;f °P ean nations are already committed, for the 
biiohment of an international corporation in which all European 
llway administrations might participate. Under the plan, shares 
issued in the international organization, to be called Intorfrigo, would 
‘J®. ® Xch< “ S0d for existing refrigerator equipment of particioating 

factured a ^ff rations additional equipment to be‘ manu* 

A11 Eur °P ean nations were invited to join Intertrigo. 
The Satellite railway administrations, however, have refused to enter 2 

“!°p- I! , arrangement and have alternatively proposed through 

r!ool^rmf° V viT ? h dele ^ ates to ITC a program of equipment 
pooling under bilateral arrangements. (Confidential) 
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S. The re-entry of US-flag vessel s in to Shan ghai 5 in defiance of the 

MationallTCTT^^dT'^d wit>iout'off iciial l!S approval, may have serious 
implications* On 18 September, for the first time since the blockade 
was declared in June, tfS vessels (isbrandtson and Company's Flying 
Clipper and Flying Independent) entered the port carrying commercial 
cargoes. The entries were made vdthou t major incident, although the 
master of one of the vessels reported that his ship was stopped by a 
small Chines® Nationalist naval craft at the mouth of the Yangtze. 

(The US Assistant Naval Attache, Shanghai, states that this vessel is 
now moored near tho two US-flag vessels, having apparently defected 
later to the Communists). 

The Communists are intensely interested in stimulating trade through 
Shanghai and North China ports. In fchd absence of clear-cut US opposi- 
tion to trade with the Chinese Communists* therefore, there may be further 
instances of US vessels entering Communist-controlled ports, with th© Con- 
sequent danger of the US flag being involved in serious incidents* 
Nationalist bombing of Communist naval craft or ports, for example, might 
result in damage to US merchant vessels, or even their sinking. There is 
a possibility, furthermore, that US vessels might be sabotaged in port by 
Nationalist agents in the hope of creating an incident between the US 
Government and the Communi st regime. Moreover, in the event of firm US 
action seriously restricting trade with Communist China, any US vessel in 
Communist-controlled waters might be subject to seizure or other hostile 
notion. (Confidential) 


CIVIL AVIATION 


4* Current Yugoslav negotiations with Norway a nd The Neth erlands for 

the purchase of DC-S transportsTwlll not b© imme*3Tately " cohcludeTTn 
view of commitments mad© by the Norwegian and Dutoh Governments to 
support the joint US-UK policy of denying aircraft and aviation equip* 
ment to the USSS and its Satellites. If the UK, however, concurs with 
the US-proposed amendment to exempt Yugoslavia from this policy, sales 
of civil aircraft, aviation equipment and supplies by Western European 
countries to Yugoslavia may b© expected to take place immediately. 
Meanwhile, the recant Yugoslav inquiry as to whether the US would grant 
on export license for the shipment of 4,600 tons of 100-130 octane avia- 
tion gas may have been designed to test the willingness of the US to 
relax Its trade policy vis^a-vis Yugoslavia to the extent of furnishing 
aviation fuel suitable for military aircraft. (Secret) 
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